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FOREWORD 


This report, the first for 1948, is one of a series, prepared 
and distributed periodically to senior administrative officers in the 
Federal Service. The purpose of the reports is. to appraise what current 
and prospective cconomic trands may be expected to involve in terms of 
the level of employment and income during the coming year. 

The report consists of three parts: Part I contains the 
Summary, and Tables which set forth the outlook in quantitative terms; 
Part II, "The National Outlook", is made up of two sections, "Over-all 
Appraisal" and "Appraisal of Economic Flows", the latter being of more 
technical than general interest: Part III is the "Industrial and 


Regional Outlook" with a section devoted to each. 


Alex Skelton 
Director General of Economic Research, 
Department of Reconstruction and Supply. 


Ottawa, February 18, 1948. 
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There is impressive evidence that following an extraordinarily 
active and prosperous year in 1947, the Canadian boom will continue 
through 1948. This does not guarantee prosperity for all, or an 
equitable division of prosperity, or assurance of prosperity in the 
future, but it does indicate levels of production, of gross money incomes, 
and of consumption which are above any previously known in Canada, and 
which are spectacular in comparison with conditions in most of the rest 
of the world today. 

Gross National Product in 1948 should increase, subject to some 
qualifications to be mentioned, 10% to 15% above the record $13 billion 
level of 1947. The major portion of this anticipated increase will come 
from higher prices resulting from the continued pressure of overall demand 
on supply. There should also be some increase in actual physical volume 
of production assuming, ~- and these are important qualifications, - 
assuming average crop yields and no serious industrial labour trouble. 

There are also other factors affecting the outlook pro and con, 
or up and down. On the one hand there will be an increase of about 2% 
in the labour force, and there should be an appreciable increase in 
productivity resulting from greater experience and stability of labour 
following the post-war period of shifts and adjustments; from a more 
regular flow of materials in some industries which have been particularly 
embarrassed by shortages; and from new and better machinery. On the other 
hand the exchange restrictions will have some varied and dislocating 
effects on employment: in some cases investment will be stimulated, and 
in others there will be enforced stoppages involving some loss of 
productivity and an increase in frictional unemplayment, 

Another major influence on the short and long run prospects of the 
Canadian economy is the progress of the recovery of Europe and of 
international trade. Of particular importance this year is the fate of 
the U.S. European Recovery Plane The EeRpP. is perhaps of more 
psychological than material importance to Canada this year, but the 
objective of re-establishing the Western European economy and market is 


of basic importance to our future, 
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Foreign Demand - With or without E.R.P. purchases, it appears that the 
market will continue to aksorb virtually all the surpluses of Canada's 
major export items including agricultural products, metals and forest 
products, and of specialized manufactures. Reduced sales of some of these 
items to overseas markets will in the main be offset by larger purchases 
on the part of the United States where continuing high levels of economic 
activity are anticipated. If E.R.P. orders materialize toward the end of 
the year foreign demand will be reinforced to that extent, although 
declining purchases of some products of minor importance, particularly in 
manufacturing lines, can be expected. 

Domestic Demand ~ Largely as a result of higher wage and salary 
payments and increased farm income, money payments accruing to individuals 
for spending should generally keep pace with rising consumer prices. Sharp 
increases in food and clothing prices, which are of relatively greater 
importance to low income budgets, and to fixed salary, investment and 
pension recipients, will serve to decrease effective buying power of some 
groupse Shortages resulting from import restrictions will tend to force 
prices higher but may also restrict purchasing. Nevertheless, in real 
terms, consumer demand should be much the same as in 1947 even though there 
may be some areas of weakness. 

In new construction, plant and equipment, a national survey of 
intentions indicates a planned expenditure about 18% above the record 
level of 1947. The actual volume of new capital construction after 
allowance for price increases, is estimated at only slightly more than in 
1947. There are, however, accumulated backlogs of expenditure, particularly 
in the government and utility sectors, which are not included in the 1948 
forecast, but which would be put under way if labour and materials should 
be available. At the present level of business activity there is a 
continuing demand for more inventories, although accumulation during 1948 
may not equal that of the previous yeare Finally, government demands in 
1948 are likely to be a little above those of the previous year after 
allowance is made for higher costs. 

Supply and the Outlook for Particular Industries - If crop yields 
are favourable and there are no serious labour disputes, a small improvement 


in the volume of home-produced goods and services can be expected. The 
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labour force will be larger by about 93,000 persons as a result of natural 
increase plus immigration. With the labour force redistributed, production 
now organized to meet peacetime needs, and many critical shortages reduced 
or eliminated, output per worker is expected to show a progressive 
improvement. However, in agriculture the feed shortage will limit output 
of some meat, poultry and dairy products well into 1948, and in industry 
continuing shortages, notably in steel, will hinder expansion in some 
directions. 

In terms of specific commodities lately in short supply, the pros- 
pects are for about the same volume of production of lumber, with an 
expansion in B. C. offsetting a decline in the liaritimes, and the United 
States absorbing a larger share of a substantially unchanged volume of 
exports. Lumber prices are expected to remain firme With an improved 
labour supply in the woods, in particular for the pulpwood cut, and new 
mill capacity coming into operation during the course of the year, more 
newsprint will be available for export at generally high prices. Only 
a small improvement in the output of base metals is anticipated, although 
prices and markets are expected to be firm. An appreciably better output 
of non-metallic minerals and an important improvement in the supply of 
building materials are indicated. However, no appreciable increase is 
expected in the output of primary iron and steel, and this will hold 
activity in steel-using industries below the level their fabricating 
capacity and markets would warrant. Thus with some significant exceptions, 
and on the conditions stated - most importantly, uninterrupted production - 
there should be a moderate increase in the output of goods for use at 
home or abroad. 

However, the supply of goods for consumer use is expected to be 
little changed from 1947. This development will arise as a result of 
measures to restrict imports and conserve U.S. dollars. Probably the 
principal shortage in consumer soft goods lines will be in cotton textiles, 
while in the durables, where demand is most insistent, the expansion of 
output that would otherwise have taken place in almost all lines will be 
constrained by the new excise taxes, and in some cases by restrictions on 
the import of components. The limitations on supply, combined with high 


employment and rising incomes account, in part, for the relatively severe 
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pressure on consumer prices that is envisaged. 

a result of the interaction of these demand and supply forces a dollar 
gross national product roughly 10 to 15 per cent over that of 1947 can be 
expected. The disposition of this product among Government, consumers, 
investors, and foreign buyers will not be appreciably changed from the 
previous year. Allowing for some purchases toward the end of the year 
under the liarshall Plan, exports may nevertheless show the smallest 
increase over the 1947 level, as a result of limited supplies of important 
items, larger domestic requirements, and some decline in overseas demand 
for some less important products. Dollar expenditures by each of the 
other groups are expected to increase in roughly the same proportion as 
total national expenditure, 

With respect to the distribution of national income, the share 
accruing to farmers should show a greater than average increase owing xto 
the fairly substantial rise in farm prices, larger retroactive wheat 
payments, and somewhat higher production if crop yields are normal. Wage 
and salary payments, income of small businesses, and receipts from 
indirect taxes (less subsidies) are expected to show roughly an average 
increasee On the other hand, investment income may show a somewhat 
smaller proportionate increase. 

The Regional Outlook - 

While the major Canadian regions are subject to many different 
influences, the combination of circumstances now appears such that the 
outlook for all regions, with the exception of the Maritimes, appears 
about equally favourable. This assumes, of course, average crop yields, 
always particularly significant for the prairies, but somewhat less so 
this year because of payments on past years! crops. In the Maritimes the 
recurrence of some chronic economic disabilities, and the loss of some 
U.K. markets, are likely to restrict the general level of activity to 
somewhat less than the relatively unfavourable one of 1947, and to increase 
the relatively high unemployment in some areas. Spotty unemployment is 
likely in Quebec, and also in B.C. as a result of the large recent influx 
of population to that province. Ontario may well continue to extend its 


lead in absolute terms, and to share the leadership with Alberta and B.C. 
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TABLE II 


PERSONAL EXPENDITURE O! COMSUMBR GOODS AND SERVICES, 1947 AND 1948 


(millions of dollars) 


First 
Forecast 
1948 


Anticipated 
Change 
IIA GS 


Preliminary 
Estimate 
1947 


Goods 
Perishable goods 
Semi-durable goods 
Durable goods 
Miscellaneous goods(1) 


Services 


Net personal expenditure 
abroad 


Personal expenditure on 
consumer goods and services 


9,725 


Oe eee eee 


(1) The 1947 estimate for this category includes a number of adjust- 
ing items. Of particular importance is the allowance made for 
consumer expenditure through newly established businesses whose 
sales would not be reflected in existing retail sales series. 
The forecast for this category also makes provision for some 
sales through new outlets. 
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TABLE III 


ESTIMATED VALUE OF PRIVATE INVESTMENT JN PHYSICAL DURABLE 


ASSENS AND IN INVENTOR TES , 1947 AND 1948 
(Includes Government-Owned Enterprises) 


(millions of dollars) 


Preliminary| First |Anticipated 


Type of Expenditure Estimate j|Forecast; Change 
1947 1948 P.C. 


Investment in Durable Physical Assets 


| 
Manufacturing 513 | 
Mining 76 | 
Woods Operations | 25 | 
Utilities 372 | 
Construction 46 
Commercial e223 
Agriculture and Fishing 
(excluding housing) 267 | 
Institutions (1) | RE | 
Residential (2) 466 | 
Sub-total 2,042 | 25396 
| 
Investment in Inventorics | 
Industrial and Business 789 | 
Grain in Commercial Channels 22 
Farm Tay | - 
Sub-total 7380 
Total Domestic Private Investment 2,822 3,0 


million for 1947 and $53 million for 1948. These are covered 
under government expenditure. 

(2) This excludes the value of residential housing carried out by 
Wartime Housing Ltd., estimated at $35 million for 1947, and 
$50 million for 1948. It includes expenditures for major 
alterations estimated at $50 million for 1947 and 55 million 
for 1948. 
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TABLE IV 
ESTIMATED VALUE OF PRINCIPAL CANADIAN EXPORTS, 
1947 and 1948 


(millions of dollars) 


Comnodity Groups (1) 


Seen 


enters, 


Grains, vegetables, fruits and tobacco 


Processed grain and vegetable products 
Meat products 

Cheese, eggs and milk products 

Live animals 

Furs 

Fish products 

Leather and products 

Textiles 

Pulp and paper products 


Lumber products 


Netals 

Minerals (non-metallic) 

Machinery, equipment and consumer durables 
Chemical products (including crude rubber) 


Ships, aircraft and electrical energy 


Small items 


Total Exports 


(1) In general the commodity groups shown include only the more 
important export commodities. All items individually of lesser 
importance are included in the "Small Items" category. 

(2) Based on "Trade of Canada" figures. 
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TABLE V 
NET BALANCE ON INTERNATIONAL CURRINT ACCOUNT, 1947 AND 1948 


(millions of dollars) 


ence Dad ef A ARMAS i RN DMP NE EE SE Ye a? 
(1) 


erates Bstimate | First Forecast 


j 


Bae oa TE ea 1948 
credits —_|_Debis —__ Credits ents 


oS an 


ae ary CNTY 
| 
hk 
ao 


\ i 
Merchandise | 2,728 | 2,536 | 2,700 | 2,465 
Non-monetary gold | 99 ~ ce oy ae - 
Tourist expenditures Zak 167 250 120 | 
Interest and dividends | é1 eaa 60 335 
| Freight and shipping | 290 DY ee ne Line 245 
Inheritances, immigrant and | | 
emigrant transfers | Th, | 50 | 85 50 
War Supplies Ltd. 13 | q | 3 2 
| all other current | 197 bee : 165 275 
Total Current | 3,693 | 9.p22% | ia, cae 3.490 | 
| | rae 
| Net Balance on Current | 
| Account | ah | 150 | 
| 
eee Meats LUE LS MN 8 ome eae 2 se) 
Reconciliation to "National | | 
Accounts" | | 
Less: Mutual Aid, | | 
U.N.R.R.A- and other | : 
official aid | 38 Done 20 - 
War Supplies Ltd. | 13 - - - 
Inheritances, 
immigrant and | 
emigrant transfers | | 
and miscellaneous | 
adjustments | 104 | 46 | 55 50 
| | 
| | | 
| 
| Total Current (reconciled to! : | 
| National Accounts) | pee 3,576 1 35 905 3,440 
| | | 


es a ee es ee ee 


2 ES EES ee SUPE ED Sa ES OL en Se es ee aoe 


(1) These estimates are tentative and will be subject to change as 
additional information becomes available. 


(2) For the purposes of calculating the balance of payments on current 
account, exports and imports to and from Newfoundland are excluded. 
However, since the net balance with Newfoundland constitutes part 
of Gross National Expenditure, it is taken into account partly in 
the "All other Current’ item and' partly in the reconciliation. 

This and certain other adjustments account for the discrepancy 
between merchandise exports as indicated above and totals 
appearing in Table IV. 
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TABLE VI 
GOVERNMENT EXPENDITURE ON GOODS AND SERVIC™S, 394.7 anp 1948) 


weno a comes 


(millions of dollars) 


Type of Expenditure Pegeral | Provincial inated 
ee eee ee ee eee See SenetneRgeTarRN ip CaTETISG = Ee ae ee NO Se 
New Construction 1947 se 128.7 104.1 
1e| 95.99, 133.5 137.8 
| 
New Machinery & Equipment 1947 Lae 12,6 Lan 
T9OLE ghee pee: Loe 
Repair & Maintenance to 1947 9,0 53 le 59,8 
| Structures 194 £9 56.0 €4.9 
Repair and Maintenance to 1947 Hays, heal bed 
Machinery & Equipment 19% L460 £8 Zag, 
| Re source Development aS A 9.0 12,8 - 
| 1%8 | 11.0 poe - 
iene Goods and Services 1947 | 528.5 152.4 atlas 
| TOLD 87209 LT aed Alger 
Total Goods and Services 1947! 655,3 364.2 480.9 
19%48 | 720.0 395.0 | 535,0 
eet we clk VELA et sehok MN CAML ERR me eben ar ea De 


(1) In the distribution between federal, provincial and municipal sectors, 
expenditures are included at the level of government where the goods 
or services are actually purchased, For example, federal government 
subsidies to the provinces are excluded from "Federal" expenditures 
but would appear in "Provincial", 


(2) Includes expenditures on housing made under the Emergency Shelter 
Regulations and also on schools, 


(3) Includes expenditures on residential construction made by Central 
Mortgage and Housing Corporation. 
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TABLE VII 
AGRICULTURAL HAT INCOMM, 1947 AUD 1948 


(millions of dollars) 


ee ee ee cere ee 


Lirss 
Forecast 
1948 


Preliminary 
Hstimate 
1947 


Cash income from farm products(2) 


Grains, seeds and hay 

Vegetables and other field crops 
Live stock 

Dairy Products 

Fruits 

Other principal farm products 
Miscellaneous farm products 
Forest products sold off farms 
Fur Farming 


Income in kind 
Value of changes in inventory 
Gross income 


| 
| 
: 


Operating expenses and depreciation charges 


Net income excluding supplementary payments 
Supplementary payments 


Net income from farming operations 


Net income of agriculture(2) 


(1) Includes payments against participation certificates in the 
year in which they are made, 


(2) Net income of agriculture as shown in the D.B.S. "National 
Accounts = Income and Expenditure, 1938-1946" falls short of 
net income of farmers from farming operations in that it ex- 
cludes net transfers under the Prairie Farm Income Act and 
Farm Assistance Act, as well as an imputed net rent of owner- 
occupied farm dwellings. The latter would form part of 
investment income. 
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TABLE VIII 


sarah. a4 catty ie q i First |Anticipated 
Estimated : Forecast Change 
1947 1948 P.C. 
ay mer - ey | 
| Wage-earners, (non-farm) 3,06 t | 3,189 | + 343 
| | 
| Forestry, fishing & trapping | 155 164 | + 50d 
| Mining 716 oak Ame ey RC 
| Manufacturing (inc. electric | 
| power) | 1084, 2G ee san 
Trade, finance & insurance 553 560 + Les | 
| Services 709 733 Cee eS | 
| Transportation & sommunications(2) 315 a ree Py 
| Construction Ot i) aie + Beil 
| | 
Agriculture 1,115 sake tem 5 | 
Own Accounts & No Pays 548 | 568 + a0 
Adjustment (3) + 50 "aaa 
| 
Employed 4, 800 | 4,872 ie 
Unemployed (4) | 100 | 125 + 2520 
| 
Civilian labour force 4,900 | av9o7 | a4) 148 
| | 
Armed Services oT es 33 - 10.2 
Total labour force 4,937 | SOO 1 a eT 


eee 


Part of the increase between the two years is accounted for by 


duration in the Maritime coal fields. 


The estimate and forecast of wage-earners (non-farm) are based 
mainly on the DeB.S. monthly report "The Employment Situation" 
Employment 
as a whole, unemployment and the labour force are estimated and 
forecast on the basis of the Sample Surveys of the Labour Force 
The two series 
do not show identical trends, largely because of difference in 
the definition of employment and limitations of coverage in the 


(1) 
the strike of three months! 
(2) Railway transportation is included with transportation. 
(3) 
which affords only partial coverage of employment. 
and the same definitions and concepts are used. 
one series. Hence an adjusting item is required. 
(4) The restrictive nature of the definition should be noted - 


"those who have not worked in the survey week and whose major 
activity was looking for work." Persons who work one hour or 
more or who have a job but are not at work on account of any 
one of-several reasons, illness for example, are considered 
to be employed. 
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PART I. THE NATIONAL OUTLOOK 


OVEGR-ALL APPRAISAL 


ae er rer eee merce teen 


The Current Position 

The year 1947 closed with the widespread inflationary pressures 
that had prevailed throughout the year still in ascendency. Some soften- 
ing in foreign demand had been threatening during the latter half of the 
year; the U.S. dollar shortage problem had become increasingly acute in 
all trading areas of the world and import restrictions had been tightened 
in many countries. Nevertheless, foreign requirements continued in ex- 
cess of Canadian supplies of most of the important export commodities and 
in the last quarter of 1947 Canadian merchandise exports averaged $257 
million monthly, the highest level in value terms since the war years. 
Meanwhile, foreign market prospects had improved with the widespread 
acceptance in the United States of the necessity for some measure of 
financial aid to Europe. In the domestic market accumulated needs and 
rising money incomes have maintained a steady pressure upon supplies of 
both consumer and investment goods, Except in agriculture, and allowing 
for seasonal influences, the physical volume of production appears to 
have made some gains during the year. Yet, in spite of a larger volume 
of supplies from domestic production and from imports, at the end of the 
year prices were still moving steadily upward, re a result of these 
buoyant market conditions employment continues to press upon the slightly 
expanding labour force while unemployment is held to extremely low levels. 

The UeSe dollar conservation program announced in November 
should provide additional impetus to this high level of activity in spite 
of some initial dislocations and uncertainties. Viewed in relation to 
total employment, few lay-offs have resulted from the restrictions and 
with markets firm the reorganization of factors of production involved in 
the program should take place with a minimum of friction. The overall 
effects of the austerity measures, even in the relatively short run, 
should be to create more jobs rather than less. This arises from the 
fact that domestic productive facilities are now called upon to fill needs 
previously supplied through imports and at the same time to maintain ex- 
ports at as high a level as effective demand will permit. In other words 


the fundamental aim of the program involves for 1948 not only an 
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improvement in the balance of trade with the United States but also the 
realization of a favourable balance on total current account. Since 

total export and import items achieved an approximate balance for 1947, 
the realization of this goal in 1948, in the absence of changes in export- 
import price ratios, would involve a net increase in the demands upon 
domestic production for this period. The specific effects of this program 
on different sectors of the economy will be elaborated upon in the follow- 
ing sections, which deal with the principal components of demand and 


supply. 


General Demand Aspects 

Export Demand - The coming decision by Congress on the European 
Recovery Program remains the outstanding uncertainty so far as the foreign 
demand for Canadian goods in 1948 is concerned. The proposal of aid to 
Europe has gained widespread acceptance in the United States and it is 
generally assumed that the program will go forward in some form. Diffoer- 
ence of opinion exists as to whether it will proceed on a scale sommen- 
surate with that set out in the Administration's proposals, or ona 
reduced scale, with more limited objectives, and on a more temporary 
basise The final decision by Congress may not come for several months 
but so long as the eventual provision of a substantial measure of aid 
seems probable, little deterioration in foreign market conditions need 
be anticipated. An aspect of the program having great importance to the 
Canadian export level is the extent to which the United States will rely 
on foreign sources for suppliese Such reliance may be substantial, if 
the provision of the interim aid bill passed at the special session of 
Congress and the proposals contained in the President's submission to 
Congress can be taken as a guide. Pending a final decision as to the 
timing, size, and purchasing procedure under the plan the trend of demand 
for Canadian exports during 1948 remains clouded. 

Irrespective of the outcome of E.ReP.e, a buoyant U.S. market 
during 1948 should play an important role in sustaining the level of 
Canadian exports. The volume of sales to the United States depends in 
the broadest sense upon the general conditions of prosperity in that 
country. Although employment and production are currently at their post- 


war peaks, still rising prices in most sectors of the economy bear witness 
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to the continuing deficiency of supply. The recent break in farm 
commodity prices, far from presaging any general recessionary movement, 
may in fact prove a healthy corrective to the hitherto high relative 
position of agricultural and food prices, While the decision on the 
Marshall Plan proposal will have some effect on the demand-supply balance, 
it is considered that in any event a general inflationary condition will 
continue at least until mid-year. Softening in some sectors of the 
economy is considered as a possibility after that date. However, any 

such recessionary tendencies in the latter half of the year are not likely 
to be sufficient to affect the level of demand for Canadian products. It 
seems likely, therefore, that during 1948 the United States will be able 
to absorb that part of Canadian exports which traditional overseas markets 
are compelled to forego on account of the shortage of dollars, This 
should apply in particular to lumber, metals, pulp and paper, and any 
surplus of agricultural products in excess of the U.K. contract require- 
ments. 

Even in manufactured products, which in many cases cannot be 
sold in the United States market, declining dollar holdings in foreign 
countries should not impose any widespread hardship on Canadian industries. 
Exports of heavy steel products, such as farm implements, automobiles, 
railway rolling stock and ships are limited by the available steel supply 
rather than by foreign demand. In still other industries, for example, 
textiles, larger domestic requirements arising from import restrictions 
will diminish the dependence upon foreign markets. 

So far as many of Canada's major export items are concerned, it 
appears, therefore, that limitation to the expansion of supplies rather 
than the size of effective demand will be the principal factor restraining 
the rise in the value of exports - a condition largely attributable to 
the great absorptive capacity of the United States market at high levels 
of employment and income. 

Private Domestic Investment Demand = Within the principal 
domestic markets there is even firmer assurance of continuing buoyant 
demand during 1948. Initial estimates show that non-government invest- 
ment in capital goods during 1947 constituted nearly 16 per cent of Gross 


National Product. This is well above the corresponding ratio of 


atte a secre Hai ame oar — 


oe MOET (HOES CUPR OLIN a ree LENO go RMOOe aT 2 She Th 
eFiniieved Pte loser L ‘0 tidey 


ah ne 


Sgro w Dias 7 


i" ovigilas ice filer y it gtd we sah s g8 tit eaeed ; ea Ss 

oits ie ht Leis seh ts otis ie vy ih Seek, ‘dee ease sae 
. Gesinat sd +f Gis Bioes bik. wa toe xt ened Bee EL iw Leveqoriy ants Aattesebt | | 

DP Rlie cs ftiGecs Gadi dMns biteiag » tewe tee Ob Fae Sesehitenas iad 48 

: ois 9 9 wisdoey émsé ii sidtiadase siddythia Latte tenet ta gunivnee A 

‘ qa goon) f soni Fias Seste gat ‘tating, és bi'ten Leidow ea webtions 


a 


Wy Ylowtkl don Gas Why add a5 Say Seal itt in so ihiiabaes Peis iyaanee neeu , 
Be HL Awbasborg darpeddd ict ey td Devel ag bodes ot. tiwdo tee baad 
D . bbe bs Leek osdihs tatiwi Wd Beer Berein Hee os tind wefesitl ‘ean 
ehgback ane kins Vinstiibe ee pee e Phan wna ‘iker ‘eg, 4 to Tuey roid tint fade 
sat a a Es : widths és ae os Rie ta ‘eget ae elite ais wt * | 
Gite be ee sie, reas : pr ines . t ure . sient wae “tir cg ee ‘glade piste 
eprisper Somidaan, “ti rwity Va Navake kz Bdleete See 7 “_— 
ee vie - " ‘eee ro ae : ip pee nt ath St phy ‘Hauke siebiiaidi, “at ee Ti i 
es iin mp 3% ini esa Li kei baa N ai hate AE gage & copidy ‘pe Rint any nd. Sipe . 


Ree ia wit ia iit oe = Le ne ac : j 
Neue Piteubas tet dives > geben "bay Aza Aw Bie ‘quogut Wek: ‘¥Ewe ie wieon 
7h cgmk Some dein‘ esignina tiie ey ved ei sie Pababtuinii foci imi ‘An asad 


Ns a a ed a a 
Vigwwe Jocte sldns ley ‘edt yo 

we Bs lie isp ~ ’ Bae ee, a fet 

(QOL QUeKe 2G2 gS OR ayy 


Pink. bar lars oe oy - uty Ce AL ao 
4 


Noitslsteos swat’ ovt Sake 


nes ‘egidae?t’ Boge ‘iinilimaial: ‘add : 


$2. baw tennon ote’ ‘sahd2" Hicgxo * 1 Law’ a eae. De Walaa’ ‘es tah je 


| he 


endeat asi sit qin 40’ 1h Hsing ‘gid Or ereangs ta G tide: 5 


| phinnengean adour tein: study Suit" os’ Liky breed usin ae : 


p ot we! taaiviatitte Ue val, ao kai sHQD A ney en Q 


-17 = 


10 per cent in 1939 and is probably close to the 1929 position. While 
it is apparent that capital outlay has now attained a high level, it 
scareely seems likely that the net addition to capital stock that has 
taken place since the war would be anywhere near adequate to meet the 
accumulated needs carried over from the war and depression years, and 

to support the Canadian economy at a full employment level. Thata 
substantial backlog of capital goods requirements still exists is borne 
out by the results of the survey of business investment intentions for 
1948, A preliminary tabulation of these results (together with in- 
dependent estimates of some sectors not covered by the survey) indicates 
an intended dollar outlay on new capital goods from 15 to 20 per cent 
above that spent in 1947, Prices will probably be about 15 per cent 
higher on the average in 1948 than in 1947. Consequently, the intended 
level of investment in real terms may represent only a small increase, 
over the previous year. At the same time a sizable demand potential no 
doubt exists that is not represented in the forecast figures. In the 
utility groups, in particular, not to mention the government sector, 
there are extensive backlogs of work waiting to go forward whenever 
labour and material supplies are considered adequate. It seems probable, 
therefore, that during 1948 investment demand will continue to make full 
use of all productive facilities within this sector of the economy al- 
though supply should show some improvement in its relative position. 

A second important phase of private investment relates to 
changes in inventories. During 1947 substantial increases in industrial 
and commercial inventories have taken place, in order to build up stocks 
to the level appropriate to the current volume of production and dis- 
tribution, although anticipated inventory profits may also have been a 
motivating factor in some instances. Expectations of rising prices will 
doubtless play the same role in 1948, However, continuing shortages in 
some industries have prevented stocks accumulating to the extent that 
would be desired. There is, therefore, room for continued inventory 
accumulation in 1948, although some materials in short supply in 1947 
are likely to remain so in 1948. The supply of some imported goods 
cannot now be replenished as they are drawn out of stock, nor is domestic 


production likely to fill the gap completely. There will thus be a 
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number of opposing influences at work within this component, whose net 
effect it is difficult to estimate. On balance, it is probable that 
inventories will continue to accumulate although at a reduced rate. 

Consumer Demand - Consumer demand depends to a large degree 
upon the volume of income available to individuals for spending. With 
evidence of continuing strong demand in the investment market and to a 
somewhat less extent in the foreign market, it seems probable that in- 
dividual incomes will be well sustained during the coming year. While 
inflationary forces seem likely to remain dominant, average wages and 
salaries can be expected to rise along with prices. With the likelihood 
that employment will continue to press upon a slowly expanding labour 
force, the anticipated rise in aggregate wages and salaries should 
sustain this share of total national income. Even in the event of some 
reduction in output, farmers may improve their relative income position 
over the previous year as a result of substantial increases in the prices 
of farm products. Incomes of other individual enterprise and investment 
income accruing to consumers can also be expected to rise moderately. 
Repayment of approximately $50 million of compulsory savings, and lower 
average personal income tax rates for the year as a whole, will provide 
additional support to individual purchasing power, Government transfers 
to individuals may diminish slightly as a result of reduced rehabilitation 
payments to veterans. In summary, total dollar income available to 
individuals for spending should be well above the 1947 level while some 
expansion in consumer credit can also be expected, 

While income at the disposal of consumers will be substantially 
increased, the sharp rise in the prices of food and clothing, which 
constitute a large and relatively inelastic part of low and middle income 
budgets, will compel some consumers to restrict their expenditure in 
other directions, although some others may be able to maintain their 
standards of consumption by increasing spending relative to income, 
Nevertheless, at the lowest income levels savings cannot cushion the 
impact of rising prices. The consumer market, therefore, will not be 
so uniformly buoyant in 1948 as in 1947. It is to be remembered that 
the supply of goods available to consumers will be little changed (in 


spite of the fact that some items will be in appreciably better supply) 


Wa uodte bias aka tio vaste a 
darts ecwadorng a) 02 goaniet ad) sit 
pod a pater & See a wododntar aca 
evigeh wukel a od miotais gt bine TOME » ; ! soe . 
| Medin wade ye Yet ginuiivabat of ef dak kete endiond a9 8 a sit owe 
8 3Y brio Hexen dxoabeowet oct wt brah state ‘waiwurdeiny 2 genablve 
wih deste sidadery aniom o4, .ntatiain tglend sak fi Panto weet Fadvoowe 
OLidW greny.yotane add. gubwh Lesdndaie Liew pot Fy weeded Ssehiveb 7 
bie ecqey peters « huni haed Bist of siealil agen soviet viapedtol tac Dy 
bucdsieita.s oft AdAt gomedia Adder oats sais of badoniges oe es resaaens 
mvidnd aici eiwode. 4 Aoge aeetg of bile bite bibe ? trict Legit 


bi pide sulsetos brs song de niagetnps wt gute ratvchoiane aa ae ‘ 


7 ay - 

onan to Ineve ede ne ave soangied iene bean fated 48 etmis tab estes ; ‘f 
; f \ 

fo kt buon anion ov itelott “hadd avetdme Yar erataatt vga wt to dteiben . : 


wont odd 4k ennaevine De baiseaha to. fides 5 as daey, eit dooy ave evs 
diontaevnt bea gaburie te boubivaent waits 29 bone oad snceibors ate to. 
veberuie? oi oho% of betoaysé of okle atop veal st | iain sam eiet, 
‘esol bie aenleeae ytosliyames Yoon bike ee Oa vd ombsongae “4 hriseyagnl 
“pb ivotg thee seks sie a we wey eal? “tett natin ad Week Erstonie agente | 
siitiarnned shea: | eto parnadesue toybaby bad os Pea tawoattebe: 
rock .£. Cilots fants thers So # Gate's. a ee ubhégtte: seladailds ah wivubivdbat of 
ad oldab bows erie paldy ” Lados veto a sen te of soem 

amon oltdw Iovel FoR ad? ovyte low at bien guttnecge’ et ainbivtbat et yy) 


shodengay od 8p gap Meets Meauigixon ad mimo v “? 
Ylledtanddve od Lily eteawenss bo Laoeedh ade ty amok: okie ; , ae | 
. 7 i 


tolew .gatidols oie ban to aesiag ot wh ‘onk'h he adh <imesutiodd | if i 
amvont otkhta Sie wel to May whtedhonl Vict slo's ban smith wrt oom } 
“Mi euittbieqe sheds Pabtteon wt atte HRD om 26> LLW yedeghis 
thest nivteihan of afta ed yam areiso gent asain 
pomondl of evitetes gether ie. uke aepond % 

oar wstteus fora aun kvss macenas 

‘ed oe Lew corahorest ape pao 


- 19 


since improving domestic production will barely suffice to make good the 
deficiencies caused by import restrictions. In particular, the supply 

of consumer durables, where a substantial backlog of demand still exists 
as well as the means to make the demand effective, will be little changed, 
so that high prices are not likely to prevent the available supply being 
taken off the market. Considered in real terms, consumer demand will be 
much the same as in 1947 so that continuing firmness can be expected in 


the consumer market, even though there may be some few areas of weaknesse 


Government Requirements - After allowance is made for increasing 
costs, government demands in 1948 should be a little greater than in the 
previous year. So long as capital goods requirements in the private 
sector remain generally in excess of supply, it will be the policy of the 
Dominion Government to continue to postpone investment outlay wherever 
possible. Provincial Government departments also appear to have cut back 
construction outlays for 1948 as a result of the difficulties encountered 
in attempting to realize their 1947 programs. Taken together Dominion 
and Provincial investment expenditures in physical terms should roughly 
equal those of the previous year. On the other hand, municipalities have 
a considerably larger volume of work planned for 1948. Provision of other 
regular government services is not calculated to change appreciably from 
the previous year, although rising costs will involve an increased money 


outlay. 


General Supply Aspects 


Since the end of the war several factors have combined to reduce 
the available labour supply. While the reduction in the number of persons 
in the total labour force has probably been the most important factor, 
at the same time the reduction in heurs worked and the loss in effective- 
ness and intensity of effort while the factors of production were being 
re-deployed, also have been significant, particularly the latter. 

Between 1947 and 1948 the total labour force will be increased 
by about 93,000 persons, as contrasted with substantial losses therefrom 
in the two previous years, The civilian labour force, the relevant 
consideration where the supply available to the private oheton is con- 


cerned, will increase approximately to the same extent, as contrasted with 
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substantially larger increments in 1946 and 1947. However, since immi- 
grant labour is being directed toward the areas of acute labour shortage, 
the contribution to the labour supply is perhaps not fully measured by 
their numbers. So far as hours worked are concerned there is already 
evidence that the downward trend is being arrested, and indeed reversed 
in some sectors, It seems reasonable to expect that average hours 
worked in 1948 will not fall below the level of 1947, Thus the supply 
of labour, insofar as that has been a limiting factor to the flow of 
goods and services, would permit an increase in output of nearly 2 per 
cent. Since unemployment is likely to be moderately higher, the increased 
volume of output must fall somewhat short of what the increased labour 
supply would make possible, 

The imbalances in production that characterized the transition 
are being ironed out, some of the heavy investment program is coming to 
fruition, and a redistributed labour force has acquired some skill anda 
feeling of stability in their new jobs. These developments are now, and 
will continue, to be reflected in a smoother and more adequate flow of 
materials and components, less labour turnover, and as a consequence a 
progressive improvement in output per worker, A larger labour pubs 
combined with a perceptible improvement in average output might seem to 
suggest an appreciable addition to the supply of goods and services in 
1948. 

However, there are some special circumstances which seem to 
alter that conclusion. While the forecast assumes average growing con- 
ditions in 1948 (a condition that may not be realized) nevertheless the 
short crop of feed grains in 1947 will limit livestock production well 
into 1948 and curtail the volume of farm output in aggregate. In the 
non-agricultural sector, import restrictions bring renewed emphasis to 
shortages of materials and components as factors hampering the smooth 
flow of production and limiting the output of finished goods. Finally, 
very little, if any improvement is expected in 1948 in the key shortage, 
namely the shortage of basic steel, This bottleneck limits employment 
and efficiency in the steel-using industries, and contributes to the 
increase in unemployment that is envisaged by the forecast. On balance, 


however, and subject to the conditions that weather is not unfavourable 
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and production uninterrupted by strikes, it would appear that a small 
improvement in the volume of home-produced goods and services can be 
expected. 

These expectations can be supported by reference to specific 
products in short supply. Again this year producers of building and basic 
materials have been asked to furnish a forecast of their production in- 
tentions. Ina group of 30 key building materials the production in 1948 
of about one-third is expected to be up between 20 and 30 per cent; of 
another third by 5 to 10 per cent; while the production increases of the 
remainder will range down from 5 per cent, with the possibility that the 
production of several items may be off slightly. For basic materials, 
however, the outlook is much less favourable. The anticipated increase 
for lumber, gypsum, asbestos, copper and zinc range between 2 and 6 per 
cent, while little change is expected in the production of pig iron, 
steel ingots and castings, and in nickel, Such intentions, if realized, 
would mean a perceptible improvement in the shortages that have plagued 
the construction industry, and a better supply of some basic materials 
either for use at home or for sale abroad, but little amelioration in 
what is probably the most serious shortage of all, namely the shortage 
of iron and steel, 

The restrictions and prohibitions applying to imports will be 
the main factors operating to limit supplies in 1948. On capital goods, 
restrictions are selective and they need not be expected to reduce 
appreciably the volume of imported goods of this description. The 
restrictions will be administered to direct scarce materials such as 
steel to the most essential uses, as judged by the end product, rather 
than to reduce the total consumption. On consumer goods, the restrictions 
are fairly comprehensive and as a result the goods available for consump- 
tion in Canada will probably be no more plentiful than in 1947, if indeed 
as plentiful. Much depends on the extent to which Canadian production of 
specific items can be increased and in 1948 any such development will be 
hampered by lack of productive facilities and lack of labour. Much also 
depends upon the pace of recovery in the United Kingdom and continental 
Europe, since this will largely determine their ability to furnish supplies 


to the Canadian market. When account is taken of the effect of import 
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restrictions, the outlook for supplies of consumer goods in 1948 does not 
suggest any improvement, 

The major uncertainty on the supply side centres on the possi- 
bility of work stoppages, particularly work stoppages in Nee industries. 
In the event of prolonged and widespread industrial unrest a measure of 
the potential loss must take account, not only of the output foregone in 
the Eke affected industries, but of the widely diffused deterioration 
of productive efficiency that renewed or accentuated shortages would 
involve. 

The recent termination of the moderate upward trend in real 
earnings (in which some groups have not shared) and the anticipation of 
further price increases are bound to stiffen Union demands, while higher 
profits as reported in financial statements cannot fail to have the same 
effect. Thus the major share of uncertainty surrounds the concessions 
management will be prepared to make. If dislocating strikes are avoided 
some of the higher wage costs could be financed out of improved pro- 
ductivity; much of the remainder could be passed on in the form of higher 
prices. So long as Canadian price levels remain below those prevailing 
in other countries an orderly movement toward a higher cost higher price 
plane need not necessarily curtail markets at home or abroad. Insofar 
as these arguments enter into the thinking of management, the decision 
would be to make whatever concessions might be necessary to prevent a 
stoppage of work. That wages and prices are not unrelated is also 
apparent to Trade Union members and may act as a restraining influence, 
While the whole economic situation may seem to foreshadow serious in- 
dustrial unrest, the alternative - appropriate upward wage and price 
adjustments - may in fact be realized. 

Overall Demand and Supply and Price Trends 

Viewing the various demand sectors as a whole and allowing for 
some purchases toward the end of the year under the Marshall Plan, the 
physical requirements of government, investors, consumers and foreign 
purchasers appear likely to remain close to 1947 levels, although allow- 
ance should be made for some diminution in the backlogs. With respect 
to the aggregate supply position a potential increase in domestic pro- 


duction (assuming no widespread strike interruptions) may be roughly 
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offset by the reduced volume of imports, It might be concluded, therefore, 
that the relative overall positions of demand and supply may be little 
changed from the previous year. This would suggest that basic inflation- 
ary conditions may continue in evidence at least during the greater part 

of 1948 with much the same force as in 1947, 

However, with different conditions pertaining to price controls, 
price adjustments may follow a somewhat different pattern. During 1947, 
the price increases that followed de-control in many sectors of the 
economy were attributable to accumulative cost-price maladjustments and 
to the removal of subsidies, as well as to the current imbalance between 
demand and supply. The effects of the last major de-control orders, 
involving the removal of price ceilings from a number of important food 
and other consumer items, and the discontinuance of subsidies on coarse 
grains, had been very much in evidence during recent months in the form 
of rising food prices. Also, in other instances price increases that 
took place during 1947 are still in the process of being passed on, in 
the form of higher costs, to other sectors of the economy. However, with 
the de-control process now nearly complete and with all temporary subsidy 
payments now at an end, price rises during 1948 should reflect primarily 
the basic inflationary forces current within the economy. 

The pressure of demand on supply is not likely to take place 
with equal incidence in different sectors of the economy. Average food 
prices should not increase noticeably over the present level so long as 
re-imposed price ceilings on meat, butter and some vegetables continue, 
and providing present conditions remain in effect with respect to UK. 
contract prices and the embargoes on exports of important agricultural 
products to the United States. However, it is to be remembered that a 
considerable margin still exists between Canadian and world food prices 
with no immediate hope of any substantial easing in the acute world 
shortages. Other commodity groups particularly susceptible to further 
price increases include iron and steel products and also those items 
likely to continue in short supply as a result of the import restrictions, 
cotton goods being the most important example. Other inflationary in- 
fluences of a general nature include the continuing trend toward higher 


prices of many commodities in the United States that is expected to 
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persist at least for some months, the probability of accentuated wage 
demands arising out of the recent upthrust in the cost of living index, 
and the effects of higher prices originating in the sectors of acute 
shortage permeating in the form of higher material and service costs 
throughout other parts of the economy. On the other hand, in some 
groups such as building materials, where supplies are moving into an 
improved position, some levelling in the sharp upward trend of prices 
experienced during 1947 can be expected, Also, prices of some of the 
important export items, including metals and lumber, are now considered 
to be close to the peak of their ascent. 

The total effect of these influences points to a less marked 
aggregate price increase during 1948 than occurred during the previous 
yeare In 1947, the year-end level of the cost of living index was 
between 7 and 8 per cent above the average level for the year. The 
increase applicable to other groups of finished goods and services was 
probably of about the same magnitude. It would, therefore, seem reason- 
able to expect that the over-all average price level for 1948 would exceed 


that of the previous year by at least 10 per cent. 


Gross National Product 

With generally full employment of labour and other factors of 
production anticipated as a result of the buoyant market conditions, it 
has already been suggested in a previous section that some increase in 
the total physical volume of production should take place if widespread 
strikes can be averted. Combining this increase with what appears to be 
a minimum rise in prices would leave Gross National Product in 1948 at 
roughly 12 or 13 per cent above that of the previous year. The dis-~- 
tribution of this aggregate among the principal expenditure and income 
components is dealt with in the following sections and appears in tabular 
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Expenditure Components 

Exports - On the assumption that the E.R.P. materializes in some 
form merchandise exports during 194€ have been estimated at close to $2.8 
billion. (See Table IV). Supply continues to be the limiting factor so 
far as most: of Canada's principal exports are concerned and even in the 
absence of direct E,R.P. purchases in Canada exports during 194€ would 
probably not be much below this level, 

Assuming average crop conditions for the coming season, receipts 
from the export of farm products are expected to decline, in spite of 
higher prices under the re-negotiated U.K. contracts and in the world 
market, This results primarily from the below average crops in 1947. 
Larger sales to the United States market may hold exports of fish products 
close to the 1947 level even without additional shipments under European 
aid measures. On the other vey exports of pulp and paper are expected to 
increase considerably in the coming year as a result of both improved 
volume and higher prices. Larger sales of lumber to the United ftates will 
offset reduced shipments to the United Kingdom. The United States is also 
expected to absorb a larger share of metals, in which some volume increases 
and some price increases are anticipated, Although heavy machinery is in 
urgent demand in the foreign market, production is limited by the avail- 
ability of steel and it has been assumec that exports would remain at 
approximately last year's level. Sales of chemicals also may remain 
roughly unchanged, Other types of manufactured items appear more vulner- 
able to the effects of the dollar shortage. Also, larger domestic 
requirements, resulting from import restriction in some cases, e.g. 
textiles, would reduce the volume of exports, The value of exports for 
this group is, therefore, likely to be substantially lower in 1948 than 
in the previous year. 

In the event of large &.R.P. orders curing the latter part of the 
year, a limited increase in the volume of exports in addition to that 
allowed for, may be achieved in some instances through increased production 
(as in the case of fish products ) and in others by diversion from the 
domestic market or from stocks. Such orders could also have a significant 


effect upon price levels of export commodities generally. 
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With respect to the non-merchandise items, some increase in the 
receipts from gold and the tourist trade can be anticinated. Freight and 
shipping receipts may be somewhat lover, and interest and cividend payments 
may remain roughly unchanged, 

Private Domestic Investment - The results of the survey of 
investment intentions, supplemented by independent estimates for agri- 
culture and housing, indicate a planned outlay on nev capital foods during 
1948 of $2,400 million, This is nearly 18 per cent in excess of the $2,042 
million estimated to have been spent during 1947. An outlay about 80 
per cent above that in 1947 is planned for institutions, Substantially 
increased expenditures are also intended for utilities, With housing still 
short and with a somewhat larger government program being planned, a small 
increase in the number of dwelling units constructed is anticipated in 1948, 
After provision for higher prices the estimated increase in dollar outlay 
for housing is 19%. While a large accumulation of demand for capital goods 


still appears to exist in agriculture, ovtlay in this industry will con- 


Hy 


tinue to be limitec by the allocation of steel to the farm implement 
industry and by the volume of imports. Planned investment in manufacturing, 
mining and commercial establishments shows only moderate increases, while 
the logging and construction industries indicate some reduction, 

Various factors should be considered in appraising the likely 
realization of this program. Supply factors during 194€ should not con- 
stitute a serious impediment. By types of expenditure the investment 
program involves a 2] per cent increase for construction and a 12 per cent 
increase for machinery and equipment. After allowance for price rises 
over the year the construction program vould involve only a very moderate 
rise in physical terms, while the physical requirements for equipment are 
probably no higher than in 1947, A comparison of these requirements with 
the production intentions of basic and building material producers suggests 
a considerable easing of material shortages curing the coming year. While 
production of lumber and soil pipe is not expected to change, these 
estimates show expected increases of 10 per cent for cement, 35 per cent 
for steel pipe, 45 per cent for bath-tubs, 15 to 26 per cent for gypsum 
products and increases varying generally up to 25 per cent for nearly all 


other items. Steel and pig iron output is not expected to change much from 
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the 1947 level. This volume of production would appear to be adequate to 
support an unchanged real investment on machinery end equipment. However, 
the many competing demands for steel in both the export and consumer good 
field are certain to keep supplies short and to this extent hinder the 
realization of the program, Some projectec outlays may also fail to 
materialize should the required imports be curtailed under the import 
control regulations. If export allocations of key materials are put into 
effect in the United States, this would constitute a further deterrent to 
realization of some investment expenditures, A further factor conducive 
to more adequate supplies is the anticipated reduction in expenditure 
during 194& for repair and maintenance which constitutes a competing demand 
for materials and labour used to produce capital goods. 

Apart from supply considerations, general economic developments 
as anticipated in this statement would not be apt to create any major 
alteration in business intentions during the year. Except for the possible 
rejection of the European aid proposels, no sucden deterioration in long 
run prospects appears probable, While price increases constitute a factor 
that could result in cancellation of projected capital expenditures, in 
view of the substantial rise in investment costs curing 1947 it seems 
probable that business men in making their plans have taken account of the 
probability of continuing price rises, In view of these considerations it 
seems reasonable to allow for complete realization of the projected invest- 
ment program, which would involve only a very moderate increase in real 
terms, Adding to this outlay an amount for inventory accumulation somewhat 
below thet achieved in 1947, provides an estimate for total private domestic 
investment of about #3.1 billion for 1948, 

Personal Expenditure on Consumer Goods and Services - The 
forecast of consumer expenciture tekes account of some influences in the 
consumer market in 194€ which were either absent in 197 or not present in 
the same degree. The new circumstances stem largely from the restrictions 
imposed on the importation of consumer goods and components therefor, which 
create some new shortages or perpetuate those already in existence, 
Circumstances which are not new but which will be of growing importance 
include the sharp rise in Avie costs, particularly in the prices of the 


items that bulk large in the budget of the low-income groups, the 
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satisfaction of some accumulated needs and the dwindling of some 
accumulated savings. 

The forecast assumes an increase of about 13 per cent in 
expenditure on perishables, almost the whole of the increase being accounted 
for by the element of price, It provides for some shift in the pattern of 
consumption, with a substantial increase in food prices and only a slight 
reduction in the volume of food purchased. The only appreciable volume 
increase anticipated in this group is in petroleum products, subject to the 
continued availability of supplies from the United States, 

For semi-durables the increase of expenditure envisaged is about 
11 per cent, which vould be made up of a substantial rise in price and a 
decline in volume, Dry goods and apparel account for all but a small part 
of the whole group. Import restrictions will curtail the supply of goods 
of this type (although the effect of shortages upon consumer buying will 
be deferred until inventories have been drawn down) and directly or 
indirectly accentuate the existing pressure on prices. In view of these 
developments, joined with the fact that some accumulated needs have already 
been met, it is anticipated that the volume of purchases will be somewhat 
curtailed, 

Underlying the forecast of expenditure on durables is the 
assumption that supply will continue to be the final determinant where 
most large items are concerned. The consumer, shut off from access to 
imported goods except as they may be drawn out of inventory, will be 
dependent on domestic production less the provision for export. In view of 
the Government's policy of discouraging any efforts by domestic producers 
to make up for lost imports of finished goods by increased imports of 
components, in this estimate allowance has been made for the import of 
components and materials to the extent required to maintain the level of 
output achieved in the latter part of 1947. Since production of such items 
of which we have record was rising appreciably over the course of the year, 
this assumption would involve a supply of durables in 1948 little changed 
from 1947. However, the new excise taxes imposed on many durable items 
combined with other elements of price increase, are expected to involve a 
substantial increase in prices over the durables sector. The forecast 


therefore assumes an increase of 17 per cent in consumer expenditure on 


durables, with only a modest increase in the volume of purchases, 
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In services the price rises present and prospective are of much 
less consequence, by reason of continued rent control, the removal of the 
sales tax from utility charges and the stable levels for such items as 
transportation, The forecast looks to an increase in consumer expenditure 
on services of about 9 per cent, 

Consumer expenditure as forecast for 1948 would be about 12 
per cent above the level of 1947, On goods as a whole the assumed rise in 
price would account for most of the increase, with a slightly augmented 
volume of durables being partially offset by curtailed volume of non- 
durables, 

Government Expenditure on Goods and Services - Calculations based 
largely on preliminary estimates of Dominion Government Departments and on 
a survey of anticipated investment and related expenditures by provinces 
and municipalities suggest that total expenditures by governments on goods 
and services may amount to about 71,650 million in 194&, an increase of 
10 per cent over the corresponding expencitures in 1947, Rising costs 
would account for the major portion of this increase, New investment 
outlays estimated for all levels of fovernment show an increase of 14 
per cent over those of the previous year with municipalities accounting 
for most of the rise. Figures for the Dominion Government allow for 
roughly the same percentage realization in 194€ of estimates covering 
investment outlays as was achieved in the two previous years. If the 
supply situation in the construction industry improves materially some- 
what larger outlays may be realized. 

Imports - Given the assumptions with respect to the level of 
economic activity, in the absence of deliberate efforts to restrict imports 
it seemed reasonable to expect a continuation through 1948 of the general 
trends in imports in 1947. However, even on those assumptions, it was 
expected that there would be a tendency for some imports to decline and 
for the rate of increase in others to slacken perceptibly. These develop- 
ments would ensue as a result of inventories of some imported goods having 
been built up to satisfactory levels during 1947, and also as a result of 
domestic production coming forward to replace imports as the heavy invest- 
ment program of the past two years came to fruition. At the same time 


import prices were expected to be higher, 
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On the basis of the foregoing considerations, and after special 
consideration of probable requirements and price trends for major import 
items, an estimate of ©2,475 millions for merchandise imports was arrived 
at. In the case of restricted items, this estimate provides for some 
increase in imports from countries other than the U.S. but not to the 
extent that their quotas would permit. It is unlikely, for example, that 
the U.K. could achieve so sharp an expansion in its exports of cotton 
fabric to Canada. In the case of capital goods, the estimate takes 
account of import controls as a factor limiting imports of particular items. 

In the non-merchancise items provision is made for lower tourist 
outlays abroad resulting from restriction on dollars for travel and for 
about the same outlay as in 1947 on other invisible items. 
income Components 

Salaries, “ages & Supplementary Labour Income - In view of the 
small increase anticipated in the number of employed wage-earners, almost 
the whole of the uncertainty with respect to labour income centres around 
the question of average earnings. Since the liquidation of war industry 
there has been a persisting unward trend in wage rates, and a particularly 
strong upthrust in certain industries where the expansion of employment was 
proceeding very rapidly. The increase in employment, the rise in wages, 
and the changes within the wage structure have combined to raise very 
substantially the earnings of the average worker, in spite of some reduc- 
tion in hours. The increase in the typical ware~earner's income between 
1946 and 1947 - about 15 per cent - exceeded the 10 per cent rise in the 
cost of living, The redistribution of the labour force, which describes 
in essence the employment situation during the first two full post-war 
years, and which was so important a determinant of average earnings by 
reason of the relatively heavy pressure on wage rates in the areas of acute 
labour shortage, is now accomplished. The localized pressure in these 
areas has already eased and the major influence on wage rates now appears 
to stem from a common source, namely the rise in the cost of living, through 
the influence of present and prospective increases on the wage demands of 
organized labour. It may be that an increase in average earnings that does 
not fall seriously short of the anticipated rise in consumer prices is a 


minimum condition for the maintenance of industrial peace, The forecast 
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therefore assumes an increase in average earnings roughly commensurate 
with the anticipated rise in consumer prices of about 10 per cent, which 
will involve an increase of 14 per cent in labour income on the previously 
stated assumptions with respect to employment. The assumed increase in 
average income of wage earners between 1947 and 1946 compares with an 
estimated increase of 15 per cent between 1946 and 1947, while a stable 
level of real earnings would compare with a modest improvement in the 
earlier period, 

In view of the seasonal easing in the employment situation during 
the winter months and the tendency for wage negotiations to be undertaken 
in the spring, the assumption of maintainec real earnings for the year as 
a whole is compatible with a deterioration in real earnings during the 
early months of the year. 

Military Pay and Allowances - The nen of this component 
takes account of the reduction in strength betreen 1947 and 1942, and the 
higher schedules of pay for personnel in the Armed Services announced at 
the turn of the year. 

investment Income ~ The forecast of investment income assumes 
about a & per cent increase in corporate profits and little change in the 
proportion of total dividends that will be paid abroac. It also assumes 
very moderate increases in other elements of investment income, with the 
exception of the trading profits of Governments, which is expected to 
decline fairly substantially. This would result from no net profit being 
earned on the trading activities of the Wheat Board in 1948, Provision 
is made for large payments during 194& against participation certificates 
which is taken into account in the forecast of net farm income, Most 
other items in the trading profits of Government are assumed to increase 
moderately. 

Net Farm Income - Net farm income for 19/@ has been estimated at 
41,600 million compared with $1,377 in 1947, an increase of 16 per cent 
(See Table VII). This estimate provides for substantial increases in cash 
receipts from most of the major groups of farm products. With respect to 
the principal grain crops, larger marketings, higher prices, and large re- 
troactive payments covering the last three wheat crops, account for the 


substantial increase for this group. In the livestock groups, generally 
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higher prices and larger marketing of cattle are expected to more than 
offset the further reduction in hog shipments. No noticeable change is 
expected in the production of cairy products taken as a group although 
prices will be somewhat higher, Lower egg production accounts for the 
decline in receipts from this source. In the "Vegetable and Other Field 
Crops" groups an anticipated reduction in prices for tobacco and sugar 
beets constitutes an exception to the general trend of stable or rising 
prices. 

In the net estimete, provision is also made for a continuation 
of the upward trend in farm costs and at the same time for some reduction 
in the physical volume of farm inventories. 

Net Income of Individual Enterprise, Non-Farm - During 1947 there 
was a large increase in the number of persons with their own business or 
profession, large relative to the increase in the number of wage-earners, 
on a proportionate basis, and large relative to the increase that had 
occurred in the previous year, While the rapid grovth in numbers of ‘own 
accounts' is not expecte¢c to continue, nevertheless in 1948 there will be 
a substantial increase over the average for 1947. This of itself would 
warrant an increase of income while in addition rising prices will raise 
the profits of small business as well as large. However, this group is 
extremely varied and includes the professions, whose income is relatively 
stable, as well as other groups whose income is highly responsive to a 
changing price situation. The forecast therefore takes account of the 
increase in numbers and provides for increased income beyond what would 
be warranted by numbers alone, making an increase of 9 per cent, 

indirect Taxes less Subsidies - Import restrictions are expected 
to involve some decline from 194.7 levels in the revenue from customs cuties 
and also a loss on excise taxes, The yield of sales tax on domestically 
produced goods would rise commensurately with the rise in prices and the 
somewhat higher volume of sales anticipated in 1946, with a partial offset 
as a result of the recent removal of sales tax from gas and electricity. 
Revenue from all other excise taxes will reflect the new or increased 
taxes on consumer curables as well as the reduced rates on sugar and 
glucose, When account is taken of all the foregoing considerations, the 
revenues accruing to the Federal Government from indirect taxes are 


expected to exceed revenues in 1947 by about 3 per cent. 
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In the Provincial and Municipal fields, indirect tax revenues are 
expected to increase moderately, from an estimated *577 million in 1947 to 
#607 million in 1948, 

Subsidy payments, now relatively unimportant, are estimated at 
$30 million for 1948, It is therefore expected that indirect taxes net of 
subsidy payments will amount to 41740 millions. 

While the forecast of the labour force provides for participation 
by the various age groups of the population on much the same basis as in 
1947, it provides for a somewhat higher percentage in the labour force in 
the case of some groups. For example, married women and pensioners may be 
induced into the labour market by the pressure exerted on their standard of 
life by rising prices. This would involve an addition of almost €0,000 
persons on the average to the labour force in 1948 through new entries not 
offset by retirements. The labour force is now being augmented by a steady 
flow of immigrants and it is estimated that this will involve an increase 
of about 33,000 persons on the average. An estimate of the increment 
from this source involves somevhat arbitrery assumptions, not only with 
respect to the number of immigrants but the age and sex composition of 
the immigrant group since these will be important in determining the pro- 
portion able and willing to work, The addition to the civilian labour 
supply envisaged for 1948 - namely about 93,000 persons - would compare 
with an addition of about 115,000 in 1947. The point has been reached 
when the increase in employment must accommodate itself to the relatively 
small annual increments to the labour supply and an appreciable expansion 
in any particular segment must take place to some extent at the expense 
of employment elsewhere. 

The forecast looks to a modest expansion of employment in 1948 
and some slight shift of emphasis within the employment structure. Since 
the war industries were liquidated, employment has been expanding in almost 
every industry except agriculture, the pace of expension being very rapid 
indeed in those segments where the demand for the final product was parti- 
cularly insistent and where there was a supply of labour willing to enter 
the industry. By the end of 1947 the point had been reached where many 


industries had increased their employment to the limits permitted by 
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productive capacity and warranted by market prospects; some others, having 
satisfied the backlog of demand for their product, were adjusting to a 
lower level of output. There is also evidence that improving efficiency 
is now enabling some firms to maintain or even increase their output with 
a somewhat smaller labour force, Meanwhile, other industries whose 
expansion has been particularly hampered by the shortage of labour or 
materials or both, are expected to continue to increase the employment 
they offer, some of them at an accelerating rate. Out of contraction in 
some sectors, continued expansion in others, and comparative stability over 
very large areas it is expected that there will develop a slightly altered 
pattern of distribution with a slight shift of emphasis toward the major 
export and extractive industries. 

In terms of particular industries, expectations for 1948 are that 
employment in agriculture, will remain much the same as in 1947 (except as 
statistics may register the varying participation by farm women in farm 
work), and that the very rapid expansion of employment in logging will 
begin to slacken perceptibly and stabilize near its present high level, 
subject to the usual sharp seasonal changes. In metal mining, which has 
lagged behind many other industries, the rate of expansion hes recently 
gained new impetus and indications are that expansion will continue. 

With continued expansion in non-metallic mining and coal mining relatively 
stable, the industry as a whole should show an appreciable advance over 
1947. 

Manufacturing, more than any other industry, will bear the impact 
of the measures designed to relieve the U.S. dollar shortage - not only the 
measures Canada herself has taken but also those recently adopted by other 
countries, Consumer goods industries will be adversely affected by price 
rises in soft goods lines and by excise taxes and whatever import restric- 
tions may be imposed on components of durable items, and therefore cannot 
be expected to maintain their present position in the employment structure. 
On the other hand, investment goods industries will expand their employment, 
although limited in many instances by continuing shortages of steel. Our 
traditional major manufactured exports - pulp and paper, non-ferrous metals 
and sawn lumber, appear likely to be in good demand, either in the U.S. 


market or as essential requirements in the European recovery program and 
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the expansion of their employment may be expected to proceed. Out of these 
opposing influences it may be anticipated thet a modest increase in employ- 
ment in manufacturing will emerge - probably a little more than 2 per cent, 

service industries, broadly defined, by the end of 1947 had 
already added to their staffs pretty much to the extent required by high 
levels of economic activity, and the impetus tovard expansion has spent 
its force in most of these industries, although not in all of them. In 
1946 trading establishments will be adversely affected by the limitations 
on the supply of consumer goods, and while more competitive selling may 
help to maintain their staff requirements, it seems reasonable to expect 
that the strong upward trend in employment will be arrested. The fore- 
casts therefore envisages that trade, finance and insurance, transportation 
and communications will remain close to the high levels of employment 
attained in the latter part of 1947, 

In the construction industry the demanc for labour is expected 
to remain high and the supply of materials to improve, thus permitting 
a more efficient use of the available labour force. Employment may 
therefore be expected to expand although not commensurately with the 
volume of construction activity, except as a changing pattern of activity 
may require more labour. 

With a more selective type of expansion ceveloping and declining 
labour requirements in particular industries, the increase in employment 
in 1946 is expected to be about 14 per cent. The distribution of employ- 
ment between wage-earners and orn accounts, non-farm, is not expected to 
alter materially from what it was in the latter part of 1947. 

It seems probable that unemployment in 19/8 will be somewhat 
higher than in 1947. There are several considerations which appear to 
support such an expectation. Seasonal factors, which in 1947 were 


partially obscured by the strong upward thrust of employment, may be 
expected to re-assert themselves in some degree in 1948, The measures 
taken to cope with exchange problems, both here and abroad, inevitably 
must disturb to some extent the lines along "hich expansion has been 
taking place; while the uncertainties involved are operative during the 


period of seasonal inactivity. The backlog of demand for some products 


has been satiated and a transfer of labour into those industries where 
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demand remains insistent is almost certain to be hampered by material 
shortages and may be delayed by the difficulty of matching jobs and men 
by localities and skills. Finally, by reason of a steady flow of immi- 
grants, the labour supply will be increasing somewhat more rapidly than 
in the very recent past. What is envisaged in terms of labour supply and 
demand will involve some easing of the acute shortage of female labour. 
Inasmuch as the unemployment envisaged will be either seasonal or concen- 
trated in particular localities, which by reason of their industrial 
structure will feel the impact of the new developments discussed in 
earlier sections of the report, it will not involve any very perceptible 


general easing in the employment situation. 
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PART III REGIONAL AND INDUSTRIAL OUTLOOK 


ee ee eo me er oe ee nent mene nee a 


The purpese of this section of the report is to supplement other 
sections by providing greater detail on the outlook for particular 
industries. It is not intended to be comprchensive and attention is 
concentrated throughout on those industries whose special circumstances 
and special problems are expected to play an important part in shaping 
the course of events during the coming year. For some industries supply 
considerations remain overwhelmingly important in determining the volume 
of production while for others the firmness of the market, either at home 
or abroad, can no longer be taken for granted. It is believed that a 
presentation and analysis of the facts relating to particular industries 
will help to define the areas of shortage and the areas of potential 
surplus and thereby contribute to an understanding of the whole. 

It is proposed first to examine the outlook for fucl and power 
as being of great importance to the level of industrial output that can 
be achieved; second, to consider the outlook for basic materials, which 
are equally if not more important in determining the probable volume of 
goods for use at home or for sale abroad; third, the outlook for con- 
struction materials; and, finally, the outlook for a variety of finished 
consumer goods industries. 

Fuel and Power 

The supply of coal in 1948 is expected to be adequate to meet 
a somewhat enhanced demand. In 1947 output from the Maritime coal fields 
was curtailed by a strike of three months duration and in the absence of 
industrial unrest in 1948 Maritime production will increase, while pro- 
duction by the Western mines is expected to be approximately the same as 
in the previous year. However, nearly all of our estimated 5 million ton 
requirements of anthracite and somewhat more than half of our estimated 
40 million ton requirements of bituminous coal, come from the United 
States. Supplies from both domestic and foreign sources are expected to 
be sufficient to meet domestic needs and provide, in addition, about l 
million tons for export. Stocks are at satisfactory levels and it appears 
that a coal shortage is not likely to develop except as a result of 


prolonged work stoppages in either Canadian or American coal fields or 
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in lake shipping. 

The maximum use of existing capacity for the production of hydro- 
electric power is inadequate to meet the needs of the economy operating 
at high levels of employment and income. The lack of rain in Central 
Canada during the latter part of 1947 has also contributed to the present 
power shortage. Vhile a heavy nation-wide expansion program is under way, 
and additional plants with a capacity of over 500,000 horsc-power are 
expected to come into operation by the end of the year, nevertheless the 
prospects are for continuing shortage during 1948. This hampers 
production in certain areas, namely Southern Ontario and the Niagara 
Peninsula in particular, but also in the northern mining areas of Ontario 
and Quebece Pulp and paper, the largest industrial consumer, is not 
likely to be much affected in its operations, but an expansion of smelting 
and refining in some areas would compel the pulp and paper industry to 
shift to coal to obtain all the power it requires. 

The U»Se, our main source of supply for oil, is facing’a serious 
shortage of this commodity. The output of crude oil appears to be some- 
what short of requirements, and refining facilities inadequate, while the 
shortage of tankers, tank cars, and steel for pipe lines disturbs the 
distribution of available supplies. The scarcity of tankers and tank cars 
makes it necessary for the Canadian petroleum industry to curtail its 
imports of kerosene, stove, furnace and diesel oil from the U.S. during 
the first quarter of 1948 by 50% as compared with imports in the same 
period in 1947. While adequate supplies of oil are not assured, 
nevertheless it is expected that measures taken to cope with the problem 
will be successful in securing at least as large a supply as in 1947. 
Basic Materials 

This section is concerned with the outlook for the supply of im- 
portant basic materials, and in each instance with the prospects of the 
secondary industries which process or fabricate the raw material. Although 
such an approach cuts across the common distinction between extractive and 
precessing operations it permits a more coherent and unified presentation 
of the supply and demand outlook for final products. 

Wood and Paper Products. For some years past the output of pulpwood 


and sawlogs has been limited by the supply of labour willing to enter the 
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logging industry. Since the end of the war, in spite of its 
unattractiveness, the logging industry has achicved a very rapid and 

a very appreciable expansion in employment. With the decline in demand 
for the lumber output of certain areas, labour can be shifted to the 
pulpwood cut, with the result that labour shortage has ceased to be a 
problem of prime importance for the logging industry. 

The improving labour supply in 1947 was reflected in a record output 
of 5 $ billion board feet of lumber and it is expected that this record 
will be repeated in 1948, This would be achieved by about a 10% increase 
in B.C. production, offset in part by a decline in output in other parts 
of Canada, mainly in the Maritimes. 

About half the output will be absorbed by the domestic market, and 
having regard to the improvement in stocks at the wholesale and retail 
levels during 1947, supply should be more adequate for the needs of the 
domestic user, although certain types of limber may remain short. Exports 
in 1948 are expected to represent about the same proportion of total output 
as last year, but the U.S. is expected to receive a larger share -- about 
60% as compared with 40% in 1947. Our competitive position with respect 
to price is good, domestic prices being somewhat below world levels, and 
prices for lumber of good quality in the American market are expected to 
remain firm. The British contract for Maritime lumber has been terminated 
and alternative markets in the U. S. are difficult to establish because of 
the quality of the product and the inadequacy of planing mill capacity 
to handle the rough lumber. However, local requirements have taken up 
some of the slack. 

Turning to pulp and paper products, production is also expected to 
reflect the improved labour supply in the woods. Although only a small 
increase is expected in the output of fine paper, there will probably be 
more appreciable increases in the output of pulp and newsprint. Mill 
capacity is being increased and new capacity is to come into operation in 
1948 in the Maritimes, in Northwestern Ontario, and in British Columbia. 

The export market for these products is of overwhelming importance. 
It is expected that the U. S. will be able to absorb all that Canada is 
able to supply. The trend of newsprint price is still moving up and it 


may be expected that the increase in the value of exports will exceed the 
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increase in their volume. 

Mining (other than coal) and Mineral Products« In metal mining, an 
expansion of output has been retarded by the scarcity of labour willing 
to enter the mines, and until very recently, employment was rising very 
slowly. The levelling off of some competing demands for labour, together 
with a small flow of immigrants, is now and will continue to contribute 
to an expanding employment and output in the mining industry. It is 
expected that the output of gold may increase as much as 10 or 15 per 
cent and modest increases in the output of base metals are also anticipated, 
mainly in zine and copper, with lead and nickel little changed. 

Base metals are in fairly strong demand in world markets. They 
are urgently needed for the European reconstruction program, although the 
means of financing such purchases would be very limited in the absence of 
substantial aid from the U.S. They are required in the U. S. itself to 
support the present and anticipated level of activity and also to carry out 
the stock-piling program, on which little progress has been made so far. 
Prospects for copper exports, in particular, are good, since the Ue S. has 
suspended for two years its tariff on this metal. Shipment of substantial 
quantities of aluminum to the U. S.- is probable, and this would involve 
drawing on stocks as well as appreciably increasing Canadian production. 

In evidence of the firmness of the market for metals, prices have shown 
signs of considerable stability at high levels. 

Output and employment in non-metallic mining have been rising fairly 
sharply and the upward trend may be expected to continue + Having a wide 
range of uses, both at home and abroad, and particularly important for 
construction purposes, demand in general may be expected to be adequate to 
absorb increased cutput. 

Iron and Steel and Their Products» Perhaps the most important area 
of shortage is in primary iron and steel. Production in 1948 is expected to 
be at effective capacity, as it was in 1947, and since no new capacity is 
to come into operation at the primary stage output of steel ingots is 
expected to be substantially unchanged, that is, about 2.9 million net tons. 
The limited supply of pig iron restricts operations in the foundries and, 
together with the shortage of scrap, prevents a more intensive utilization 


of steel-making capacity. 
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At the finishing stages, some new capacity in the form of a strip 
mill, is expected to come into operation in the latter helf of the year. 
While new finishing capacity of this kind reduces our dependence on imports 
from the U. S- and is to be welcomed on that score, presumably it can be 
operated only by diverting some raw steel from other uses, since the bottle- 
neck is at the primary stage. 

About 1/3 of Canada's requirements of steel in mill forms is imported 
from the United States and so long as steel continues to be a troublesome 
shortage in that country, any appreciable increase in imports is unlikely. 
Although some improvement in steel supply is expected in the U.S., it is 
possible that export controls may be imposede Taking into account both 
domestic and foreign sources, the supply situation does not seem likely to 
show much improvement, except that more than a year's uninterrupted capacity 
operation must have built up inventories to some extent and ironed out some c” 
of the imbalances that retarded the flow of steel in a form suitable for use. 

The demand for steel should be considered in relation to the prospects 
of certain of the major steel-consuming industries, namely agricultural 
implements, railway rolling stock and shipbuilding» 

There is a large, unsatisfied demand for agricultural implements at 
home as well as abroad, and there would be still greater potential markets 
abroad if the U. Se were to extend a substantial measure of assistance to 
Europee In 1948 employment in this industry and presumably production also, 
are expected to show an appreciable increase over 1947, although limitations 
on the supply of steel will prevent it operating at capacity. Imports of 
agricultural implements from the United States constitute an important part 
of the supply available to Canadian purchaser and a substantial increase in 
imports is anticipated. Unlike most other steel consuming industries the 
agricultural implement industry has some export markets in the U. Se, as well 
as in other countries. This industry, by reason of its essentiality and it's 
ability to earn U. S. dollars, is not restricted in its imports of parts or 
of finished goods. 

The railway rolling stock industry also has assured markets through 
1948 and indeed beyond. Orders have been placed for about 16,000 cars and 
260 locomotives, about half of which in value is for export,mainly to India 


and South Africa, and to be paid for in hard currency. It is expected that 
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about 2/3 of these orders will be completed in 1948. Production is hampered 
by shortages, notably by shortages of steel plate, and shipments of plate 
have been curtailed for the first quarter of this year in order to permit 
plate mills to catch up with their backlog of unfilled orders. In 1948 em- 
ployment in the industry is expected to increase fairly substantially, sub- 
ject of course to the availability of steel. 

In 1947 the shipbuilding industry was very active, largely as a result 
of orders financed through export credits. At present the industry has on 
hand and in progress orders amounting to about $100 million for new 
construction, in addition to a substantial volume of repair and refit work. 
All but a small part of the new construction on order will be completed and 
delivered in 1948 and wmless new orders are forthcoming, activity in the in- 
dustry will decline sharply during the latter part of the year. Like 
railway rolling stock, shipbuilding is adversely affected by the shortage of 
steel plate. Some of the centres in which the industry is located have few 
if any suitable alternative opportunities to offer workers who may be 
released from shipbuilding. Hence a decline in shivbuilding activity is 
likely to create some significant local unemployment problems. 
maintenance, in construction, in the manufacture of machinery and equipment 
and of durable consumer goods. The demand for steel in these uses is urgent, 
as is indicated in Part I in the review of investment plans and of the 
prospects in the consumer market. The lack of adequate finishing capacity 
for the type of steel used in durable consumer goods is a special limiting 
factor in these industries. 

Other Basic Materials. Certain chemical products are also in somewhat 
short supply, perhaps the most important being fertilizer. Our inability to 
expand production, which is now at capacity, would be reflected in the size 
of our exportable surplus.e Soda ash also is not in good supply, along with 
several other industrial chemicals. 

The supply situation with respect to two important construction 
materials, namely lumber and steel, has already been referred toe In 
connection with steel there are two points that should be mentioned here. 
The construction industry requires a wide range of highly fabricated bits and 
pieces and is therefore heavily dependent on receiving an even and balanced 
flow of steel products for assembly on site. A better balance in production 


has in fact been achieved, a balance not reflected in over-all production 
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figurese This will redound to the advantage of the construction industry. 
For large structurals, the industry depends on American sources of supply 
and import controls will be used to ensure that imports are not available for 
building which does not serve either of two purposes: (1) save or help us 
earn more U.Se dollsrs or (2) maintain an essential public service. Asa 
consequence some plans, particularly in the commercial and service fields, 
will have to be abandoned for the present. 

In 1948 production of a variety of products and materials used by the 
construction industry is expected to be substantially greater than in 1947. 
Reference is made in Part I of the report to the results of a survey of the 
production intentions of producers of building materials. The volume of 
construction expected to be performed in 1948, and the anticipated changes 
in the composition of the work, are also set forth in Part I of the report 
and need not be recapitulated here. A review of demand and supply aspects 
suggests a marked improvement in 1948 in the material shortages that have 
plagued the construction industrye The labour shortage should also be eased, 
by reason of an increase in numbers and some accumulation of skill and ex- 
perience, while improving supplies will help to diminish the wasteful use of 
building labour. 

The exchange conservation program creates in 1948 a.new set of 
conditions for industries producing consumer durablese Imports of radios, 
refrigerators and furniture are prohibited and of motor cars severely 
restricted, leaving the domestic market to be supplied by domestic pro= 
ducere At the same time new or increased excise taxes have been imposed and 
an expansion of production in Canada that would require a substantial inflow 
of components from the UeSe is not to be encouraged. Thus both conditions 
of supply and conditions of demand are altered, although the basic situation 
of accumulated need for most goods of this class remains essentially un- 
changed» The outlook may be reviewed by reference to specific products. 

In 1948 the adequacy of demand for motor vehicles at prevailing 
prices may be taken for granted and uncertainty centres on the level of 
output the industry may be able to achievee It is expected that exports 
will be curtailed as a result of restrictions imposed by other countries, 


leaving a greater proportion of output for the domestic consumers On the 
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other hand, the production of radios in 1947 went far to meet accumulated 
demand, export prospects are poor, and in spite cf some shift toward larger 
models, employment and production are not likely + be sustained at the high 
level reached at the end of 1947. There is still a large wmsatisfied 
domestic demand for refrigerators, fair export prospects, and new capacity to 
come into operation at the end of the year» Although some decline in 
exports of washing machines is anticipated, domestic demand is considered 
capable of absorving available supply. A larger output of stoves is ex- 
pected to find ready sale at home and abroad. For some time the small 
items of electrical equipment have been in good supplye The furniture in- 
dustry has lost its export market for utility furniture in the U.K. and the 
domestic market is becoming more selective as to quality and price. 
Import restrictions imposed on veneers are creating some difficulties, while 
rising prices are likely to have adverse effects on sales. 

Among the industries producing non-durable consumer goods perhaps 
the one that warrants most attention is the textile industry. In woollens an 
appreciable increase in domestic production is expected in 1948, and with 
increased imports from the U.K. the supply of woollen fabrics will be very 
much improved. The small increase anticipated in rayon production is not 
likely to offset reduced imports from the U.S., while the substitution of 
rayon for cotton by clothing manufacturers and by the tire industry will 
intensify the demand for this type of fabric. In cotton, there is 
considerable uncertainty surrounding the supply of cotton fabric that will 
be available from the U.K., and domestic production is not expected to 
increase, with the result that the available supply of cotton fabric might 
be reduced by as much as 15-20 per cent from the level of 1947. In addition, 
imports from the UeKe are in general higher priced than those from the U.S. 
These varied conditions will be reflected in the experience of the secondary 
textile industries. Since firms cannot readily shift from one type of fabric 
to another or from a low-priced market to a quality market, some dislocation 
of production and employment may be expected to occur. 

There are several industries manufacturing non-durable goods mainly 
for sale to the final consumer in which some decline in employment or 
production or both may be expected, and still others in which a stable 


situation may develop in 1948. In footwear sales have tended to lag behind 
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the upward trend of retail sales in general, and substantial price 
increases associated with the removal of subsidies on hides are being 
passed forward to the consumer, to the detriment of future sales. 

Import restrictions have also had some adverse effects in the leather 
industry. Likewise in certain types of rubber footwear, markets do not 
appear to be adequate to absorb current production, and although the 
demand for passenger car tires is easing there is still a considerable 
backlog of demand for tires for commercial vehicles. Those factors in 
combination are likely to involve some reduction in output and employment 
in the rubber industry. In food processing industries, rising prices and 
restricted supplies of some agricultural products, may also involve some 


slight loss in production and employment. 
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THE REGIONAL OUPLOOK 


Although the general economic outlook for the nation as a whole 
is favourable, it is necessary to recognize that it is not equally bright 
for all the regions. The following statement reviews general trends and 
prospects from the regional point of view, indicating the more important 
probable variations from the overall national prospect in the five main 
regions and the major industrial areas. It also includes a brief 
comparative analysis of regional employment, investment and export pros- 
pects. 

It will be appreciated that the problems of regional forecasting 
are intensified by the relative lack of statistical data for the geo- 
graphical subdivisions which are dealt with in this report. This applies 
in particular to the problem of appraising the regional impact of a given 
investment progran. 

In addition, it is particularly difficult to assess the regional 
incidence of such important and uncertain factors as the nature and extent 
of the European Recovery Programme; the extent to which further tariff 
adjustments become effective under the Geneva Agreements in 1948, and the 
effects which the import restrictions may have as the program is developed 
in coming months. 

Maritime Provinces 

Economic conditions in 1948 may be slightly less favourable than 
in 1947 - a year when the Maritimes did not share fully in the general 
level of national prosperity. 

The Maritimes have had more severe problems of postwar adjustment 
than any other Canadian region, and this has been reflected in a higher 
rate of unemployment, in spite of a continued outflow of population. 
Employment has been increasing gradually in 1946 and 1947 from the postwar 
low point, but the improvement has been less than in the other four main 
regions. Average wage rates have not risen as much, and remin lower than 
elsewhere. Long-run problems are becoming apparent, involving limited 
opportunities for employment expansion. These factors have resulted ina 
demand for consumers! goods, which has expanded less during the postwar 
period than in the rest of Canada. Foreign markets are of particular 


importance to the Maritimes, the economy is therefore highly vulnerable 
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to conditions abroad, and the dollar shortage has already adversely 
affected the Maritime economy. 

Agricultural prospects depend to a large extent upon the export 
outlook for apples and potatoes. The loss of the U.K. market has been a 
serious blow to the apple growers, but there has been some compensation in 
moderate U.S. tariff concessions and improved handling technique. However, 
with an average crop, serious marketing problems may arisee The outlook 
for seed potatoes is fair, since tariff concessions in the United States 
should improve the market. 

Among forest industries considerable development and capacity 
operations may be expected for pulp and paper. On the other hand, the 
termination of the British contract for Maritime lumber will likely mean 
a 25 = 30 per cent decline in the log cut. An increasingly important 
market for dressed lumber in the United States should result from the 
recent tariff concessions, but technical and financial difficulties have 
forced curtailment on the part of small operators. The effects on employ- 
ment will be partly mitigated by a turn-over to the pulpwood cut, by the 
migration of loggers to other provinces, and also by the fact that for 
many of the workers logging is only supplementary to agriculture. 

The overall prospects for the fishing industry are quire 
favourable. The market for fresh and frozen fish has been improved as 
a result of the United States concessions at Genevae Current demand for 
cod fillets has been strengthened by the rising meat prices in this 
country and the United States, and as a result, payments to the fishermen 
have been raised very substantially. The outlook for salted fish would 
appear to be fairly satisfactory. 

Production of coal, iron and steel, and steel products is rising 
and employment may be expected to increase slightly. There is considerable 
uncertainty as to the course of labor relations owing, in large part, to 
expected demands of unions for nation-wide contracts. Ship construction 
contracts are expected to maintain employment at the Halifax Shipyards 
provided shortages of steel do not limit progress on the Argentine 
contracts and labour relations remain satisfactory. At the Saint John 
Drydock the position is uncertain owing to the dependence on the flow of 


repair work. The orders for railway equipment will ensure capacity 
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production in this industry for at least the first half of the year. 

The demand for consumers! goods in 1948 may be expected to reflect 
the relatively sluggish development of the Maritimes, and with recent 
increases in the cost of livin, there, as elsewhere, a decline from 1947 
levels is probable in sales of the more dispensable items. 

In money terms private investment and repair expenditure is 
expected to ramain about the same as in 1947 in manufacturing, to be down 
considerably in mining and woods operations, and up in utilities, making 
little change in aggregate. Planned provincial and municipal expenditures 
show only a small increase. Having regard to the rising level of invest- 
ment costs, anticipated expenditures will involve an appreciable reduction 
in real terms. However, expenditures for construction (probably more 
important from the point of view of this region) are expected to show a 
modest increase, although not enough to suggest the same volume of 
construction as in 1947. 

Total unemployment is likely to be at the same level or perhaps 
Slightly higher than in 1947. Those centres in which unemployment may 
remain serious in 1948 include Amherst, New Glasgow and the Cape Breton 
industrial area. Saint John, Moncton, and Halifax areas may experience 
considerable unemployment in 1948 as a result of uncertainties as to rail, 
port, shipbuilding and repair activities. 

Quebec 

It may be anticipated that employment and production in 1948 will 
be somewhat above the high level reached last year. 

Extensive postwar industrial reorganization contributed to the 
development of significant unemployment problems in some centres. This 
situation was aggravated by the fact that a number of important war plants 
were of a specialized character and did not lend themselves readily to 
peacetime conversion. Subsequently, however, heavy industrial expansion 
and diversification reduced unemployment sharply, and even led to labour 
shortages in several of the main areas. 

It is probable that employment and production in manufacturing 
industries as a whole will be slightly higher in 1948 than in 1947, 
although expansion of output in some lines may be hindered by material and 


equipment shortages, resulting in part from import restrictions. 
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In the iron and steel industry a moderate expansion of activity 
is anticipated in most groups, particularly in railway rolling stock, 
although this may be partially offset by a foreshadowed decline in ship- 
building. It is possible that other industrics may be affected by an 
insufficient steel supply. 

In the base metal mining and smelting group, the United States 
tariff concessions on aluminum and copper should greatly increase the 
demand for these products, but capacity for immediate expansion is limited. 
With the gradual improvement in the supply of labour, a moderate rise in 
gold production may be expected, if labour management relations are 
Satisfactory. Among other minerals, the prospects for asbestos are 
uniformly brights 

The textile industry will feel the impact of the restrictions on 
imports of textile fabric, which will curtail needed supplies to the 
secondary industries at the same time as it provides further incentives 
for the primary industries to expand production and employment. For 
clothing, however, as for some other consumer soft goods, at the prices 
likely to prevail in 1948 demand would hardly warrant the same volume and 
composition of production as in 1947. These conditions will involve some 
shifts of employment within the industry, but probably not much change in 
ageregate. The need for shifts may involve localized unemployment, 
particularly since women workers are often unable or unwilling to move 
from place to place. 

Of the forestry industries, the pulp and paper group is expected 
to cxpand output moderately in view of the larger pulpwood cut this winter. 
On the other hand, the lumber operations are likely to be on a somewhat 
smaller scale this year. 

If normal crop conditions prevail in 1948 agricultural income 
should increase substantially in line with increased prices. The fishing 
industry may suffer from the falling off in relief demands for low grade 
canned and pickled fish. 

Parallel with the generally favourable trends in the regional 
economy, the demand for consumers! goods is likely to be fairly firm. 

Private investment and repair expenditure is expected to be up 


slightly in manufacturing, maintained in primary industry and to be 
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substantially higher in utilities. Capital outlay by the province and the 
municipalities is expected to rise moderately. Machinery and equipment 
show an appreciable increase as contrasted with unchanged anticipations 
for construction. 

It may be expected that the levels of employment as a whole will 
be somewhat higher than in 1947, with continuing tightness of the labour 
market in such areas as Montreal, Sherbrooke, and Chicoutimi. However, 
this situation may be accompanied by significant unemployment problems in 
Hull and Sorel and difficulties may also arise in Greater Quebec and 
Valleyfield. 

Ontario 

During 1948, the level of economic activity in this region will 
continue to be limited by the available supply of labour, materials and 
equipment, as it was during 1947. 

The problems of reconversion of industry in Ontario have been 
less difficult than elsewhere because of the diversified nature of the 
economy. In the postwar period, Ontario has undertaken greater industrial 
outlays per worker than any other region of Canada. As a result of 
extensive development of its diversified industries, Ontario now has a 
capacity to obsorb a considerably greater labour force, particularly in 
many skilled categories. 

Manufacturing industries are expected to operate near capacity, 
apart from the initial dislocation associated with import restrictions. 
Labour and material shortages will limit the expansion of plant capacity 
and employment which would otherwise have occurred. On balance restric- 
tions on the importation of finished and semi-finished goods have a 
stimulating effect on a manufacturing economy. With diversified 
manufacturing industries largely oriented toward the domestic market, 
Ontario, perhaps more than any other province, could be expected to expand 
its production to fill the gap caused by import restrictions. The res- 
training influence of shortages will therefore be particularly apparent 
in this province. 

Employment forecasts suggest that there will be little change in 
the operations of the primary iron and steol industry this year. With a 


very high demand for nickel and copper, employment would expand since more 


| “ie Shak canal —,in 
edie, douse tabs Deiter ener stetis e w 


hs gion: ith Pepin k Ai cle oan baeesadt ah ‘aucialenia ‘pi 
| } a: Maidens. Pierce oloeet Ia ial Ap beldapiosas oF gai ana pide a ‘aids - 
ne, i, ae sralenia. zat soa ih; rotate SRE pam: ead Sbee EES * load Loew tae opfaw « 
MM aes) vue  eebaeeen dar: 


j 

‘ ; ¥ f 

\ : 
at = 

A Ki a ' batcgg 2, PARR pte ee SRE: MATTOS OE ty wy aes f me & 7 


| brite. Qhatootae,-, teAdes, Oo ekg yee: Ide ies ote" gd baka, wh oe Souci Sexi , | 
JA a AOS hapa mae $8 aa goniting Bape * : 
heed awed. ol sakes al. pate eiaeenane aan . Tr | 7 
act: Rie wae ana tah Dares bis pier os Qa cmd. dexiannised a picid POLIT geet : ‘ 


Aabepenbat. woego% 1 <.acgarat a dtrrtat ¢ledog. caubesy” one al: srgickioes” 


| , We sie 1.6 Wh» phalted, Soi woty ha. athe: YN ee ie Aostoy omy kegels ; 
Bee oe. cba gerd, 4 tare arene: Robie Tees + habe Ro. ‘adeno: autawistre” 
, Bb nef ee lsters. CS wet snodat 46 sea i phicfoske tsa a se tg gai FI jgrliay oe ce i 
Wy ; eae | Ee | Se 


ir ann vothonane, Apay sassy.) docauane: agent amie: goals Fee Daa 

| # Mate dk sth, emul . che Lg tedetanleona eal iow’ Prema’ 
| err diate Oo woken: otto ieteh AM anyetaate Lapa Had eae 

vy sil gerkahag 00 o-berremgao.- “ava sek mae! sl dee baile tihoeihyidgiter: jai 

i | ep sche Sam he ve Liman Sheps, trad ene: to" MLO ddd nb. ange” iG | 

Hh _ bekpbaneyé DBT opment. gett smctteneeae ia doollee. ‘ipeteiamaie es 

| pee ahteeel gid bonne botaedin. yLogeat. -waibesteatd” “i tp 4 


1 
re ee 


. . of bpteeeee- ad eos .svat vom anita ‘gta tradi rte ethan sotentin° 
Vivataad Tai adel a near man atetnt mii 


ea i ae i a 


ee All 
dayne nny 
vf Hed 


labour is expected to move into the industry. In spite of improved labour 
supply the outlook for gold mining, faced with sharply higher costs and 
uncertainty over the Government's bonus proposals, is less favourable than 
for the base metals. 

Little change is expected in lumber output. However, a substan- 
tial increase is probable in the pulpwood cut and in the output of pulp 
and paper. Several new plants have been opened in the Lake Superior area. 

Net agricultural income as a whole is likely to increase owing to 
the rise in food prices exceeding the increase in farm costs. Some live- 
stock farmers may suffer, however, from the increase in feed costs. 

Reflecting employment trends and earnings somewhat higher than in 
the Dominion generally, consumer demand during 1948 may be expected to be 
even heavier than in 1947. 

The anticipated private capital expenditure, especially for 
utilities, is appreciably higher than in 1947, a year of intensive 
activity. Provincial and municipal capital outlay is also expected to 
rise considerably. These factors, when coupled with a housing program 
which is expected to be somewhat larger than last year's program, will 
probably involve continuing pressure on the capacity of the construction 
industry, in spite of an improving supply of materials and the opportunity 
thereby presented to make more efficient use of scarce construction labour. 

Unemployment has been at a very low level in all parts of the 
province and may be expected to remain low in the coming year. Import 
restrictions will have some dislocating effect in areas whose industries 
depend on components from the U.S., in particular the automotive centres 
of Windsor and Oshawa, but are not likely to reduce overall employment 
appreciably. 

If average crops are harvested in 1948, it is likely that employ- 
ment will be slightly higher and income considerably higher than during 
194,74 

The main physical changes in the prairie economy during the war 
were connected with the reduction in wheat acreage, a corresponding 
increase in feed grains and a vory great expansion in hog production. 


Since the end of the war, however, there has been a strong tendency for 
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agriculture to return to the prewar patterns World food shortages, good 
crops and favourable cost-price relationships during the past five years 
have led to a remarkable reduction in farm debts. This has been an 
important factor in the heavy and, as yet generally unsatisfied, demand 
for producers! and consumers! goods. 

In 1948 retroactive payments on previous years! crops will 
constitute an appreciable part of agricultural net incomee These payments, 
combined with a rise in the price paid on the current wheat crop and 
generally higher feed and livestock prices, should sustain farm buying 
power even if a lower than average crop is harvestede There is not likely 
to be any material change in the output of the meat packing industries. 

The prospects for the extractive industries are favourable; the 
coal mines face the year with an assured market, although currently closed 
by strikes; base metal mines producing mainly copper and zinc, anticipate 
a moderate rise in production; and there is every reason to expect that 
the development of the oil resources in the Leduc fields will continue at 
an increased pace. 

Provincial and municipal government investment and repair 
expenditure is expected to increase substantially. In money terms, the 
construction included in the plans outlined above is much increased, and 
would undoubtedly involve a higher physical volume than in 1947. 

Since 1939 there has been an outward flow of population which has 
approximately offset the natural increase, Unemployment is at a low level 
in most areas of the region and general employment prospects for 1948 are 
favourable. In none of the principal cities is there likely to be any 
Significant problem of unemployment. 

It seems probable that the level of economic activity will be 
slightly greater in 1943 than in 1947 - a year marked by considerable 
development and high levels of production. 

In the postwar years British Columbia has had severe problems of 
readjustment which were precipated by a rapid decline in shipbuilding and 
aircraft manufacture, and by a postwar continuation of the strong wartime 
influx of labour, particularly to the Vancouver area. These problems have 


been reflected in a level of unemployment in the postwar years which is 
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considerably greater than the Canadian average. On the other hand, how- 
ever, the rapid growth of population and the heavy world demand for the 
products of the basic industries has fostered an optimism in British 
Columbia which is reflected in the very rapid development of many large 
and small manufacturing establishments, major housing developments, 
extensive long-range plans for the development of public utilities, heavy 
government expenditure, higher wage levels than elsewhere in Canada, and 
increases in per capita expenditure considerably greater than for Canada 
generally. 

The outlook for the province's major industries is generally 
strong. The output of lumber may be as much as 10 per cent about 1947, 
with labour supply generally satisfactory. The market is expented to 
remain very active, since the United States, especially under the new 
tariff concessions, is expected to absorb export supplies not taken under 
the United Kingdom contracts. Operations in the pulp and paper industry 
are likely to be at capacity in the face of strong demand and rising 
prices. New capacity has been brought into operation and further develop- 
ments of the industry are planned on Vancouver Island and the mainland. 

In base metal mining and smelting, both higher production and 
prices may be expected in view of the prevailing market picture. Labour 
supply for selected classes of workers may present problems and there may 
also be some difficulty with labour relation. If the coal strike is 
settled in the near future, production may be maintained at last year's 
level. 

The United States market for raw fish is very strong, and is 
likely to go higher, particularly as a result of the recent tariff 
concessionse However, the position of the canning industry has further 
deteriorated since it has been difficult to get supplies in competition 
with the American canners. 

The demand for B.C. apples is likely to remain favourable, the 
domestic market being expected to hold up, and an expansion in export to 
the United States offsetting the termination of the United Kingdom 
contract. 

Activity in the shipbuilding industry is expected to show a 


considerable decline by the middle of the year unless new orders are 
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received. Port activity is likely to remain at roughly the same level as 
in 1947 although there are indications that labour relations may present 
a probleme 

Consumer expenditure in British Columbia has shown a greater 
increase in 1947 than for Canada generally. The anticipated rise in 
population, wage rates and industrial production above 1947 suggest that 
consumer expenditure in 1948 may increase considerably over last ycar. 

In the private sector of the economy, forecast outlay for 
investment and repair is roughly the same as for last year, which, allowing 
for price rises, will mean some decline in physical activity. Expenditure 
on capital and repair by the province and the municipalities, much of it 
made necessary by the large increase in population, is likely to be 
considerably greater than in 1947 and would probably take up any slack in 
the private sector. 

The overall level of employment may rise a little. If the influx 
of labour persists however, there may well be unemploment problems in the 
Greater Vancouver area. The relatively small unsatisfied labour demand 
indicates a vulnerable position. 

Regional Comparisons 

Economic conditions generally reached new peak levels in the 
various parts of Canada during 1947. Despite this, the situation was not 
uniform, unemployment persisting in several areas particularly in the 
Maritimes. In 1948 even higher levels may be attained particularly in the 
Prairies and Ontario. No significant change is likely in the Maritimes, 
although a slight decline is not unlikely. 

A tight labour supply situation prevails in most of the important 
industrial centres of Ontario and in many loealities in Quebce. This 
condition may be eased somewhat during the year, although it will probably 
remain an important factor limiting industrial expansion. On the other 
hand serious unemployment problems are likely to continue in the Maritime 
industrial areas of Cape Breton, New Glasgow, and Amherst. A significant 
volume of unemployment may continue to characterize Moncton, Halifax, 
Sorel, and Hull, while the situation in Quebec, Valleyfield, Oshawa, 
Windsor, and Vancouver may deteriorate sufficiently to cause difficulties. 


In addition to the segments of the public and private investment 
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program already discussed on a regional basis, it is estimated that there 
will also be a small increase in real terms in investment in the 
residential, institutional, and commercial segments, It may be presumed 
that such investment is likely to take place in the regions where in- 
creasing population, income and employment make it necessary or profitable; 
and thus contribute to an unequal regional incidence of capital and repair 
expenditures, However, the impact of a high level of investment activity 
is more pervasive and more uncertain than the foregoing might scem to 
suggest. While a large part of construction expenditures must be spent 
locally, this would not apply to purchases of machinery and equipment, 

nor to building materials, whose production tends to be widely dispersed. 
For example, Ontario which plans the largest increase in expenditures, 
will provide machinery and equipment for other regions, These considera- 
tions would reinforce the high level of activity already indicated for the 
more highly industrialized regions, 

The uncertainties of the outlook for the export markets focuses 
attention on the difference in the degrees of dependence of the various 
regions on conditions in foreign countries. The Maritimes, the Prairies, 
and British Columbia are obviously most directly affected but their 
prospects differ considerably, The Maritimes are in the weakest position 
depending on relatively uncertain markets for their lumber, fish, and 
agricultural produce. On the other hand, in the Prairies the current high 
demand for grains and meat products throughout the world and the prospect 
of maintained demands for some years hence should provide the Prairies 
with an extended period of prosperity, The foreign market for the forest, 
fish, fruit, fertilizer, and non-ferrous metal industries of British 


Columbia are flourishing. 
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